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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS,INC.

FIRST. The name of the corporationis:

PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC.

SECOND. Itsregistered office in the State of Nevadaislocated at 2533 North
Carson Street, Carson City, Nevada 897% that this Corporation may maintain an office, or
offices, in such other place within or without the State of Nevada as may be from time to time
designated by the Board of Directors, or by the By-Laws of said Corporation, and that . this
Corporation may conduct all Corporation business of every kind and nature, including the
holding of all meetings of Directors and Stockholders, outside the State of Nevada as well as

within the State of Nevada

THIRD. The objects for which this Corporation isformed are: To engagein

‘any lawful activity, including, but not limited to the following:

(A) Shall have such rights, privileges and powers as may be conferred upon corporations
by any existing law.

(B) May at any time exercise such rights, privileges and powers, when not inconsistent
with the purposes and objects for which this corporation is organized.
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C) Shall have power to have succession by its corporate name for the period limited in
its certificate or articles of incorporation, and when no period is limited, perpetually, or unti
dissolved and its affairs wound ‘up according to law.

(D) Shal have power to sue and be sued in any court of law or equity.

(E) Shall have power to make contracts.

(F) Shall have power to hold, purchase and convey real aad personal estate and ¢

‘mortgage or lease any such real and personal estate with its franchises. The power to hold reat
and personal estate shall include the power to take the same by devise or bequest in me State
of Nevada, or in any other state, territory or country.

(G) Shall have power to appoint such officers and agents as the affairs of the corporation
shall require, and to allow them suitable compensation.

(H) Shah have power to make By-Laws not inconsistent with me constitution or laws
of the United States, or of the State of Nevada, for the management, regulation and government
of its affairs and property, the transfer of its stock, the transaction of its business, and the calling
and holding of meetings of its stockholders

(1) Shall have power to wind up and dissolve itself, or be wound up or dissolved.

(3 Shall have power to adopt and use acommon seal or stamp, and alter the same at
pleasure. The use of a seal or stamp by the corporation on any corporate documents is not
necessary. The COrporation may use aseal or stamp, if it desires, but such use or nomuse shall
not tn any way affect the legality of the document.

(K Shall have power 10 borrow money and contract debts when necessary for the

transaction of its business, or for the exercise of its corporate rights. privileges or franchises,



or for any other lawful purpose of its incorporation; to issue bonds, promissory NOtES, ks of
exchange, debentures, and other obligationsand evidences Of indebtedness, payable at Aspecified
time or ti mes, or payable upon. the happening of a specified event or events, whether secured
by mortgage, pledge or (;;herwise, or unsecured, for money borrowed, or in payment for
property purchased, or acquired, or for any other lawful object.

(L Shall have power to guarantee, purchase, hold, sell, assign, transfer, mortgage,
pledge or otherwise dispose of the shares of the capital steck of, or any bonds. securities or
evidences of the indebtedness created by, any other corporation or corporations of the State of
Nevada, or any other state or government, and, while owners of such stock, bonds, securities

or evidences of indebtedness, to exercise al the rights, powers and privileges of ownership,

including the right to vote, if any.
() Shall have power to purchase, hold, sell and transfer shares of its own capital stock,
and use therefor its capital, capital surplus, surplus, or other property or fund.

(V) Shall have power to conduct business, have one or more offices, and hold, purchase,
mortgage z;nd convey rea and personal property in the State of Nevada, and in any of the
several states, territories, possessions and dependencies of the United States, the District of
Columbia, and any foreign countries.

(O) Shall have power to do all and everything necessary and proper for 'the
accomplishment of the objects enumerated in its certificate or article-s of incorporation. or any
amendment thereof, or necessary or incidental to the protection and benefit of the corporation,

and, m generd, to carry on any lawful business necessary or incidental to the attainment of the



objects Of the corporation, whether or not such business is 'simjﬂar in nawre to the objects ger

forth in the certificate or articles Of incorporation of the corporation, Or any amendment

t her eof .

—

(P) Shall have power to make donations for the public welfare or for charitable, scientific

or educational purposes.

(Q) Shall have power to enter into partnerships, general or limited, or joint ventures, in
connection with any lawful activities. as may beallowed by [aw.

FOURTH. That thetotal number of commen stock authorizedthat may beissued
by the‘ Corporationis TWENTY FIVE THOUSAND (25,000) shares of stock without nominal
par Value and no other class of stock shall be authorized: Said shares may be issued by the
corporation from time to time for such considerations as may be fixed by the Board of Directors.

FIFTH. Thegoverning board of thiscorporation shall be known asdirectors, and
the number of directors may from time to time be increased or decreased in such manner as shall
be provided by the By-Laws of this Corporation, providing that the number of directors shall

not be reduced to fewer than one {1}.

The name and post office address of the first board of Directors shall be one (1) in

number and iisz=d asfollows:

NAME POST OFFICE ADDRESS
Robert  Seligman | 2533 North Carson Street

Carson City. Nevada 89706

SIXTH. The capital stock, after the amount of the subscription price, or par

value, has been paid in, shall not be subject to assessment to pay the debts of the corporation.
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SEVENTH. The name and post office address of the Incorporator signing the

Articlesof Incorporationisasfollows: o

—

NAME POST OFFICE ADDRESS

Robert Seligman 2533 North Carson Street
Carson City, Nevada 89706

EIGHTH. The resident agent for this corporation shall be:
LAUGHLINASSOCIATES,INC.
The address of said agent, and, the registered or starutory address of this corporation in the state

of Nevada; shall be:

2533 North Carson Street
Carson City, Nevadag3706

NINTH. The corporation is to have perpetual existence.

TENTH. Infurtheranceand notinlimitation of the paw=rs conferred by statute,

the Board of Directars is expressly authorized:

P

Subject to the By-Laws, if any, adopted by the Stockholders, to make, alter or

amend the By-Laws of the Corporation.
To fix the amount to be reserved as ‘working capital over and above its capital

stock paid in; to authorize and cause to be executed, mortgages and hens upon the real and

* -personal property of this Corporation.

By resolution passed by a mgjority of the whole Board, to designate one (1) or more

committees, each committee to consist of one or mom of the Directors of the Cerporation.



which, tothe extent provided in the resolution, or in the By-Laws of the Corporation, shail haye
and may exercise the powers of the Board of Directorsin the management of the business and
affairs of the Corporation. Such committee, or committees, shall have such name, or names,
asar'nay be stated in the By-Laws of the Corporation, or as may te determined from time to time
by resolution adopted by the Board of Directors.

When and as authorized by theaffirmative vote Of the Stockhol ders holding stock
entitling them to exercise at least amagority of the voting power given at aStockholders meeting
caled far that purpose, or when authorized by the written consent of the holders of at least a
majority of the voting stock issued and outstanding, the Board of Directors shall have power and
authority at any meeting to sell, lease or exchange alt- of the property and assets of the
Corporation, including itsgoodwill and its corporatefranchises, upon such termsand conditions
asitsboard of Directors deems expedient and for the best interests of me Corporation.

ELEVENTH. Noshareholder shall ‘ be entitled as amatter of right to subscribe
for or receive additional shares of any class of stock of the Corporation, whether now or
hereafter authorized, or any bends, debentures or securities convertible into stock, bu; such
additional shares of stock or other securities convertible into stock may be issued or disposed
of by the Board of Directors to such persons and on such terms as in its discretion it shall deem
advisable.

TWELFTH. No director or officer of me Corporation shall be personally liable
to the Corporation or any of, its stockholders for damages for breach of fiduciary duty as a
director or officer .involving any act or omission of any such director or officer; provided,

however, that the foregoing provisionshall not etiminate or limit the liability of adirector or



officer <{) for acts or omissions which involve intentional -misconduct, fraud or a knowing
violation of law, or (ii) the payment of dividendsin violation of Sectien 78.300 of the Nevada
Revised Statutes. Any repeal or modification of this ... by .. stockholders of e
Corporation shall be prospective;mY, and shall not adversely affect any limitation on the
personal liability of adirector or officer of the Corporation for acts Or omissions prior to such
repeal or rnodiication.

THIRTEENTH. This Corporation teserves the right to amend, alter, change or
repeal any provision contained in the Articles of Incorporation, in the manner now or hereafter

prescrived Dy statute, or by the Articles of Incorporation, axd all rights conferred upon

Stockholders herein are granted subject to thisreservation.
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I, THE UNDERSIGNED. being the Incorporator hereinbefore named for the
purpese of forming a Corporation pursuant to the General Corparation Law of the State of

Nevada, do make and file these Articles of Incorporation, hereby declaring and certifying thar

the facts herein stated are true, and accordingly have hereunto set my hand this 18th day of
October 1996,

STATE OF NEVADA )

CARSON CITY )

Cn this 18t h day of October,1996i n Carson City, Nevada,

before me, the undersigned, aNorary Public inand for Carson City, State of

(\e Nevada, personally appeared:
- Robert Seligman

Kaewn to me to be the person whose name is subscribed to the foregoing

document andacknowledged to methat heexecuted the same.
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1, Laughlin Associates. Inc. hereby accept as Resident Ageat for the previously

named Corporation.

October IS. 1996
Date * ' .

TUTRL P.ES
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JAN-13-2000 THU 10:03 AM UNISEARCH FAX NO. 6512259579
Jan, 12,2000 10:53f% 217 822 3570 No.D3C T, I Ld

Ao Number 6085-529-3

State of Jllinois
' Office of
The Secretarg of State

Whﬂ'tﬁﬂ APPL| CATI ON FOR CERTIFICATE OP AUTHORITY TO TRANSACT

BUSINESS IN THIS STATETEZ
PARAMOUNT RNATI ONAL TELECOMMUNICATIONS, INC.
| NCORPORATED THE LAWS OF THE STATE OF NEVADA HASBERN FILED
I N THE OFF| CE THE SECRETARY OF STATE ASPROVIDED BY TEE BUSINESS
CORPORATI ON ACT ox ILLINOS, I N FORCEJULY 1, A D. 1984,

N~

Now Therefore, 1, Jesse White, Secretary of State of the State of
Iinols, by virtue of the powers vested in me by law, do hereby issuc
this certificate and attach hereto a copy of the Application of the
aforesaid corporation.

3n Westimonp AWhereof, 1 hereto set my hand and cause to be
affixed the Great Seal of the State of Illlnois,

at the City of Springfield, this 7TH
day of JANUARY A.D. 2000 and of

he Independence of the United States the two
hundred and 24TH .

Q‘l&@wm

Secretary of State

P 02




JAN-13-2000 THU 10:04 Ail UNISEARCH £ax KO, 6512259579 o3
Jan. 12,200010:54P4 217 522 3570 No.B9SD I, 14/1¢
-~ BCA-4.15/ APPLICATION TO ADOPT,
CHANGE OR CANCEL,

~ .. 420

W’- Jan, 1989)

AN ASSUMED CORPORATE NAME

Jnyse White

bagretary of State

l1npariment of Business Servicas
Springfleld, IL. 62756

FILED

Flla #

(7S €29-3

Thiz cpace lor Usa by

. Sacratary of Glaia
talaph 217) 792-8520 i
hﬁp;/wir:.éosgmb.il.ua JAN 7 Z&qﬂ Data d / PV b L
{tamnil paymant in check ar money SEC]iIEfESASIEYVg)I%HSEr ATE Fling Fee / 7. .-

urder, payable o "Sacretary of State®,

Appraved: /57 M-

.  CORPORATENAME

AR O T RENATIONATL, TRl OMMITN I AT IS jree—T 1)

2. State or Country of Incorporation:

Nevada

3. Date incorporated {if an fliinols corporation) 3} fat% authorized to transact business in llhnois ] a foreign

corporation;:

2440

{Month & Day)

{Yes:]

(Complete No. 4 and No. 5 if adopting or changing an assumed corporate narme.)

4. The corporation intends to adopt and to transact business under the assumed corporate name Of:

— R_NETWORK

6. The right to use the assumed eorpo ta name shallbe e 3/ect!\ﬂs from the date this application is flled by the

Secretary of State until

2.6¢

e , the first day of the cororation’s 3nai
month In the next year which is avenly dl ves:ble by five. EX% biﬂ?ﬁ?ﬁ

(Complste No.§ If changing or cancelling an assumed corporate name . )

JAN T 200

G. The corporation intends to cease transacting business under the assumed corﬁﬁgﬁzmoﬁ STATE

7. Theundersigned corporation has caused this statement to be signed by i'ts.’"dﬁlj?:fa“ﬁihéﬂzed officers, each of

whom affirms, under penalties of perjury, that the facts stated hereln ar2 true.

Dated __ [¥c¢ o bpgr— 2f

Wi dad

IONAL
I S, ,

(Mormh & Day) - {vear) |
attosted by %—.‘
g of or Assistamt Sacralary)

. _,/// ol

¥Xay Eberle, Secretary

U Sigreture of President or Vice Président)
Michsel Eberle, President

(i'ype ar Print Name and Thie)

(Type or Print Name and Titie)

& The ﬂlln? fee to adept an assumed corporate name is $20 plus $2.50 for each month or part thereof between the

dale O fi

Thefee for cancalling an assumed corporate hameis $5.00.
SAL AL The fee to change an assumed name s $25.

ing thie appiication and the date upon which the carparation may renew lts use.
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\SSETS

Current Assets
OperatingAccount
Payroll Account
Investiment Account
Accounts Receivable
Note Receivable

Employee Advances
QOpryland Note Receivable

Total Current Assets

Property and Equipment
Furniture and Fixtures
Office Equipment
Computer Equipment
TelecomEquipment
Leasehold Improvements
Accum. Deprec-Furniture
Accum. Deprec-Off Eq
Accum. Deprec-Comp Eq
Accum Deprec-Telecom Equip
Accum. Deprec-L.1.

Total Property and Equipment

\D‘fher Assets

Interco acct - cam Intl

Patent Costs

Goodwill

Accum Arftortization-Goodwill

Total Other Assets

Total Assets

FROM PARAMOUNT INT 7605991930

Paramount Int'l Telecommunications, Inc

Balance Sheet
October 31, 1999

$ <12,763.40>
114.75
521,151.68
878,199.00
60,000.00
3,139.80
108,000.00

1,557,841.83

13,515.25

18,998.00

| 49,585.45

319,151.00

4,800.00
<3,746.17>
<3,425.13>
<23,508.67>
<139,795.91>
<833,29>

134,740.53

565,000.00

35,751.19

701,798.38
<62,334.00>

1,240.215.57

§ 3,032,797.93

[ —

LIABILITIES AND CAPITAL

Current Liabilities
Accounts Payable
Accrued Expenses
Shortterm loans payable
Line Of Credit
Interest Payable

Accrued Salaries Payable
FICA W/li Tax Payable
Deffered Interest Income
Judgements

T~tg] Current Liabilities

Long-Term Liabilities
Notes Payable
Other Long-Term Liabilities

$ 109,086.14

124,000.00
<30,000.00>

60,000.00

134,603.00

17,262.78

6,119.99

26,390,30

10.00

447,472.21

1,157,055.70
46,933.00

Unaudited - For Management Purposes Only



1-05-2000 11:087AM

Nfotal Long-Term Liabilities

Total Liabilities ~

Capital

Shareholder Distribution
Paid-in Capital

Beginning Balance Equity
Retained Eamings
NerIncome

Total Capital

Total Liabilities & Capital

FROM PARAMOUNT INT 7605991930

Paramount Int'l Telecommunications, Inc

Balance Sheet
October 31, 1999
_ 1,204,038.70
1,651,510.91
«<§0,000.00>
204223.00
<16,383.76>
<322,161.60>
1,593,609.38
1381387.02
3,032,797.93

Unaudited - For Management Purposes Only



N’
Sales
Product Sales
Hotel Income
Mexico Income
FCC Income
Service Sales

Gross Sdes
Other Income
Rental income
Interest Income

Other Income

Total Other Income

Total Sales & Other Income

cost of Sales

Cost of Sales

Hotels

Mexico

FCC Cost of Sales

ent Commission

\\sépreciation

Integretel Fees

Cost of Sales - other
Rebates

Total Cost of Sales

Gross Profit

Operating Expenses

Payroll & Benefits
Management salaries
Administration salaries
Supervisor salaries
Clerical salaries
Clerical saaries

FICA

FUTA

SUTA

Hedlth insurance
Workers Compensation
Training &Education

Total Payroll & Benefits

\'U'rfner Operating Expenses

Auto Expenses
Tolls.

For the T'en Months Ending Uctober 31, 199y

1 &t Quarter 2nd Quarter Y ear to Date
3,167 0 3 3,167
2,504,310 1,308,715 3,813,025
1,301,806 3,243,740 4,545,546
736,672 121,552 858,224
1.062.475 0 1,062,475
5,608,430 4,674,007 10,282,437
<1,600> 0 <1,600>
<19,282> <15,103> <34,385>
<21> <4,889> <4,910>
20,903 19,992 40,895
5629,333 4,693,999 10,323,332
420,043 4,587 424,630
868,352 772,085 1,640,437
904,464 2,537,574 3,442,038
657,000 0 657,000
39,874 62,449 102,323
24,270 31,368 55,638
1,986,655 0 1,986,655
<35,125> <31,862> <66,987>
172 1,214 1,386
4,865,705 3,3717415 8.243.120
763,628 1,316,584 2,080,212
20,000 0 20,000
239,044 1,338 240,382
77,832 102,364 180,196
4,920 0 4,920
24,324 0 24,324
27,511 7,795 35,306
412 491 903
1,752 2,135 3,887
12,350 16,502 28,852
0 928 928
525 0 525
408,670 131,553 540,223
217 300 517
13 0 13

For Management Purposes Only



Page: 2
Paramount Int'l Telecommunications, Inc

Income Statement
For the Ten Months Ending October 31, 1999

N’ 1 st Quarter 2nd Quarter Y ear to Date
Auto allowance 1,017 0 1,017
car rental fees -- 1,201 0 1,201
Meals 239 509 748
Lodging | Hotel 2,882 0 2,882
Entertainment 184 0 184
Travel 158,895 22,258 181,153
Mileage 125 0 125
Postage-Office mail 600 1,157 ° 1,757
Overnight mail 4,373 4,428 8,801
Ground mail 145 0 145
Rent - office 16,808 15,858 32,666
Rent - equipment g1t 762 1,573
Supplies - mail 529 0 529
Supplies - office 6,277 12,347 18,624
Supplies - computer <6,080> 3,190 <2,890>
Supplies Telecom Equip <10,518> 0 <10,518>
Telephone - local 19 0 19
Telephone - long distance 17,251 16,241 33,492
Telephone - cellular 626 0 626

Internet fees 355 4380 835
R & M - Building 0 80 80
R & M - Equipment 674 1,377 2,051
R & M - Computer 351 0 351
Insurance - Business 4,245 0 4,245
Lega fees 22,969 5,379 28,348
Accounting & other prof fees: 28,940 9,597 38,537

itside services - printing 118 1,130 1,248

k‘Cfutside services - payroll 426 0 426
Outside services - other 726 <611> 115
Bad Debt Expense 10,910 0 10,910
Bank charges 1,436 1,137 2,573
Finance charges 433 0 433
Utilities 2,673 2,017 4,690
Marketing expense 3,291 855 4,146
Consulting fees 5113 <143> 4,970
Gifts 0 95 95
Licenses / Permits 2,834 1,686 4,520
Taxes - other 58 0 58
Subcontract fees 9,000 0 9,000
Floral’ 89 0 89
Total Other Operating Expenses 290.255 100.129 390,384
Total Operating Expenses 698,925 231,682 930,607
Earnings & Net Income
EBITDA 698,925 231,682 $ 930,607
Depreciation expense <12,208> 32575 % 20,367
Interest expense ’ 6,201 7,675 13,876
Amortization 48.482 0 48.482

NFre-Tax Income 22,228 1,044,652 1,066,880

For Management Purposes Only




Page:3
Paramount Int'l Telecommunications, Inc

Income Statement
For the Ten Months Ending October 31, 1999

N’ 1 st Quarter 2nd Quarter Y ear to Date
Net Income 22,228 1,044,652 § 1,066,880

\u../

e

For Management Purposes Only



JUL.Z6.1959  1:83PM MFR & C, P.C- NO. 733 P.2-13

PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC.
AND SUBSIDIARY

FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 1998 AND 1997



Ni.26./1995 1:83°PM  MFR & C, P.C No.733  P.3/18

'PARAMOUNT INTERNATIONAL TELECOMMUNCIATIONS, INC. AND SUBSIDIARY
DECEMBER 31, 1998 AND 1957

CONTENTS
INDEPENDENT AUDITORS’ REPORT 1
-FINANCIAL STATEMENTS:
Balance Shests 2-3
Statements of Operations 4
Statements of Stockholders’ Deficiency 5
Statements of Cash Flows 6 -7

Notes to Financial statements 8-15



TUL.26.1599 1:@3PM  MFR & C, P-C- , NO.733  p.Jil.3

MERDINGER, FRUCHTER, ROSEN & CORs0, P.C,
CERTIFED PUBLIC ACCOUNTANTS

TEL: (310} 282-9131
FAX: (810) 282-9130

NEW YORK OFFICE
B8 GEVENTH AVENUE
NEW YORK, NEW TORK 10108

TEL: (212) 7674409
PAX: {212) TE7-124

INDEPENDENTAUDITORS REPORT

TOTHE?STOCKHOLDERS’
PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC.

We have audited the accompanying balance sheets of Paramount International Telecommumications,
Inc. and Subsidiary as of December 31, 1998 and 1997, and the related statements of operations,
stockholders' deficiency and cash flowsfor the yearsthen ended. These financial statementsarc the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted oir audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial

Statements arefree Of material misstatement. An andit includes examining, on atest basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also inclodes assessing

the accounting principles used and significant estimates made by management, aswell as evaluating
the overall financial statement presentation, \We believethat our audits provide areasonable basis

for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the

financial position of Paramount Internatiopal Telecommunications, Inc. and Subsidiary as of
December 31, 1998 and 1997, and the results of its operations and its cash flows for the years then
ended, in conformity with generally accepted accounting principles.

M zeo0 Ttbmw‘rdf/z«y s Comae *?_c...,
MERDINGER, FRUCHTER, ROSEN & CORSO, P.C.
Certified Public A

LosAngel es, California
February 2, 1999



TUL.26.1999  1:84PM  MFR & C, p.C- No.733  P.5s1g
PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY

BALANCE SHEETS
DECEMBER 131,
1998 1997
ASSETS

CURRENT ASSETS
, cash _ $ 4485 $ 32124

Accounts Receivable 846,912 341,437

Recel yabIeSalcs~Typc Lease - Current Portion 72,000

Prepaid Expenses 4.515 L.

Tota Current Assets . 968,286 373961

RECFEIVABLE SALES-TYPE LEASE -

L ess Currant Portion 96,000 -
EQUIPMENT AND FURNITURE, net 247,186 40,135
EXCESS COST OVER FAIR YALUE OF NET

ASSETSACQUIRED, net 708,724
OTHERASSETS 15.750
TOTALASSETS $2035946 $ 413.696

The accompanying riotes are an integral part of the financial statements.

2
MERDINGER, FRUCHTER, RosEN & Corso, PC.

CEATIFIED PUBLIC ACCAUNTANTS



JUL.26.19939 1:04FPM MFR & C, P-C. No.733 P.6/19
PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY
BALANCE SHEETS
DECEMBER 31,

, 1998 1997 .
LIABILITIES AND STOCKHOLDERS® DEFICIENCY
CURRENT LIABILITIES
Accounts Payable and Aceried Expenses $827553 $ 573,791
, Notes Payable~ Current Portion 204,790
Capita Lease Obligations - Current Portion 36,038
Nom Payable and Accraed Interest to Stockholder 1,224,622 222,946
Deferred Revenue — Current Portion _ 38,000 -
Total Current Lisbilities 2,331,008 796,737
NOTESPAYABLE, Less Cucrent Portion 105,301
CAPITAL i.EASE OBLIGATION, LessCurrent Portion 39,936
DEFERRED REVENUE, L essCurrent Portion 21,962
Total Liabilities 2,498 202 796.737
MINORITY INTEREST - -
COMMITMENTS AND CONTIGENCIES (Note 7) = -
STOCKHOLDERS DEFICIENCY
Common Stock, no par value, 25,000 shares *
authorized, 2,000 shares issued and outstanding 2,000 252,000
Stock Subscription Receivable ( 980y ( 980)
Accumulated Deficit 463.276) ( 634,061
Tota Stockholders’ Deficiency ( 462.256) { 383.041
TOTAL LIABILITIES AND
STOCKHOLDERS DEFICIENCY $2.035.946 $_ 413,696

The accompanying notes are zn integeal part of the financial statements.

-3- :
MEaoINGER, FRUCHTER, RosEN & CORso, RC.

CHRTIFIED PUBLIC ACCOUNTANTS



TUL.26:1999  1:04PM  MER & C» PeCe . NO.TIZ P78

PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY
STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31,

—— .
. T

1998 1997
SALES $11,314,649 § 792,878
COST OF GOODS SOLD _9.667.906 558.211.
GROSSPROFIT 1,646,743 234,667
SELLING, GENERAL AND ADMINISTRATIVE 981.314 131,812
INCOME FROM OPERATIONS 665.4290 __102.855
OTHER |NCOME (EXPENSE)
Other Income 4,928
I nter est Expense ( 18492) ( 85 453)
Total Other Income (Expense) 18.492 80.525)
INCOME BEFORE TAXES 646,937 22,330
TAXES
NET INCOME $ 646937 § 22.330

The accompanying no‘f;és are an integrai part of o e senens
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, .. AND SUBSIDIARY
STATEMENTS OF STOCKHOLDERS' DEFICIENCY
FOR THE YEARS ENDED DECEMBER 31,1998 AND 1997

_ Balance; Jaquary 1, 1996
Distributions to Stockbolder
Ner Income |
Batance, December 31, 1997
" Repurchase of FMT Shares
Distributions to Stockholder
Ner Income

Balanes, December 31, 1008

Common Stock Sub:::gnon Accumlaced
Shares _Amount  _Recoivabls | _Defigit _ Tofal
2,000 § 252,000 $C  980)  §(423.417)  $( 172,397)
) - - (232,974 (232,978
- - 22.330 22,330
2,000 252,000 { 980)  ( 634,061)  (383,041)
- ( 250,000 - ( 250,000
. . - (476,152 (476,152
646,937 646,537
2000 52000 980 H 463206 460076

The sccompanyingnotesar eani nt egr al partof t he financial statemerds.
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,

1998 1997
CASH FLOWSFROM OPERATING ACTIVITIES: :
Net Income $ 646,937 $§ 22,330,
Adjnstments to Reconcile Net Income to Cash
Provided by Operating Activities:

, Sales — Type Lease { 122,000) -
Depreciation and Amortization Expense 94,753 7,282
(Increase) Decrease in; -

Accounts Receivable ( 451,283) ( 341,437)
Prepaid Expenses ( 4,515) -
Other Assets ( 15,750) -
Increase (Decrease) i
Accounts Payable and Accred Expenses 112,796 405,152
Deferred Revenue { 34.038)
Net Cash Provided by Operaring Activities 226,900 93.327
CASH FLOWSFROM INVESTING ACTIVITIES:

Cash Collected from Receivable Sales- TypeLease 48,000

Purchase of Equipment and Farniture ( 129,303) ( 19,282)

Acquisition of Call DataClear, Inc., et of cash acquired {_197.259)

Net Cash Used In Investing Activities ((278.562) (¢ 19282)
CASH PLOWSFROM FINANCING ACTIVITIES:

Proceeds from Note Payable to Stockholder 467,143 105,152

Payments for Note Payable to Stockholder

Proceeds from Notes Payable 123,000 -

Repayments of Notes Payable ( 23,812) 3

Net Repayments for Line of Credit ( 12,435) -

Payments for Capital Lease Obligations { 13,347) -

Distribution to Stockholders (476.152) ( 145.278)

-Net Cash Provided By (Used Iny Financing Activities 64.397 [ 44.126)
NET INCREASE IN CASH 12,735 29,919
CASH AND CASH EQUIVALENTS-

BEGINNING OF PERIOD 32.124 2,205

CASH AND CASH EQUIVALENTS-
END OF PERIOD $§ 489 8 2 4
The accompanying notes are an integral part of the financial statements.
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

During the years ended December 31, 1998 and 1997, the Company paid $13,172.88 and $0 for
interest, respectively, and no income taxes.

SUPPLEMENTAL, SCHEDULE OF NON-CASH INVESTING AND
FINANCING TRANSACTIONS:

During the year ended December 31, 1998, the Company sold equipment under a sal es-typelease for
$210,000. _

The accompanying notes are an integral part ofthefinanciastatements.

-7

MERDINGER, FRUCHTER, ReseN & Corso, P.C.

CERTIFIED PUBLIC ASCOUNTANTS



. JOk.26.1999  1:8SPM MFR & C, PG NO. 733 P.11-18

PARAMOUNT INTERNATIONAL TELECOM‘TICATIONS INC. AND SUBSIDI_ARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

NOTE1- THE ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization

Paramount Internatiopal 7Tciwesssswications, Inc. (the Company”), A Nevada S
Corporation, formed in 1996, provides telecommumication services. The Company
provides its services to the lodging and pay-telephone industries in the United States,
Capada and South America. The Company markets third-party mamfactured PBX
systems, Such products represent the primary systems used by hotels to provide
telephone-related servicesto their guests, as well as the information necessary to bill
guests for telephone calls and properly manage the telecormummications environment at
the hotel. The Company bills and collects for tbe hotels, through a third-party
service, the cost of calls initiated by the hotel gnest. Also, the Company provides
live-aperator assistance and bii services for long-distance callect calls for the pay-
telephone industry (See Note 8 ~ Stockholders’ Equity for capital structure of the

Company).

iples of Consolidati
The December 31, 1998 balances include the accounts of the Company and its

majority-owned subsidiary Call Data Clearing, Inc. (“CDC”) from the date of
acquisition (see Note 11) July 30, 1998, after elimination of intercompany accounts
and trapsactions. ‘

Use of estimates
The preparanon of financial statements in conformity with generally accepted

sccounting,. ...,... requires managerment . ... estimates,,. assumptions that
« e AMOUDLS - . financial statements and accompanying notes.
Acmal results could differ from those estimates.
{00 Of Credit R

Financial instruments, which potentially subject the Company to concentrations of
credit risk, consist Of cash, trade receivables and notes receivable. The Company
places its cash with high quality ... ooiicviions o . at tmes may exceed the
FDIC $100,000 insurance limit. The Company provides its services in the United
States, Canadian and South American |odging industry and istims dependent upon the
conditions Of the hospitality economic sectors of these countries, Exposure to losses
on receivables is principally wew » €800 customer’6 financial condition. The
Company monitors its exposure for credit l0sses and maintains allowances for

anticipated | 0sses.
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY

NOTE1 -

NOTESTOFINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

TEE ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
{contimued)

Tt 0f long-lived ASsets

In accordance with Statement of Financial Accounting Standard (“ SPAS’) No. 121,
“ Accounting for the fmpairment of Long-Lived Assets and for Long-Lived Assetsto
be Disposed of”, long-lived assets are evaluated for impairment whenever cvents or
changes in circumstances indicate that the carrying amounts of such assets may not ba
recoverable, Impairment |0sses would be recogunized if the carrying amounts of the
assets exceed the fair value of the assets.

Inventories

Inventories consist of PBX svstems and peripherals that are held for resale and
charged to cost of goods sold upon installation, or for rental charged to equipment
when installed and depreciated over three years.- Inventories are stated at the lower of
cost Or market, With cost determined on afirst-in, first-out basis.

Equi { Fyrni
The Company capitatizes thecast of all significant equipment and furniture additions
mcluding equipment parchased by the Company and installed at customer locations
under rental agreements. Depreciation is computed over the estimated nseful life of
the asset or the terms of the lease for |easehol d impravements, whichever is shorter,
on astraight-line basis, as follows:

Telecommunication 3years
Computers 5 years
Furniture and Fixtures 5 -7 years
Leasehold Improvements 10 years

Sales-Type Leases

A portion of the Company’s revenue for the year ended December 31, 1998 has been
generated uging A sales-type lease. The Company sold equipment t0 acustomer under
asales-type leass to be paid over athree-year period. Because tbe present value
(computed at therate implicit in the lease) of the minimum payments under this sales~
type lease equals or exceeds 90 percent of the fair market value of the equipment
and/or the length of the lease exceeds 75 percent of the estimared economic life of the
equipment, the Company recognized the net effect of this c:ansacncn as a safe as
required by general ly accepted accounting principles.
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

NOTE1- ~THE QRGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES .
(contirmed) U
Minority Interest ‘ .
The December 31, 1998 financial statements do not reflect a minority interest lisbility
as CDC, on a stand-zlone basis has a stockholders’ deficiency, ‘and the consolidated
statement of operations for the year ended December 31, 1998 does not reflect a
minority interest’s share of CDC’s losses, -as the related accrual would result in the
Company’s recordation of a minority interest receivable,

The Company bills and collects, through a third party service, the cost of calls
initiated by the hotel guests. The Company recognizes revenue each month based on
the gross proceeds to be collected which are net of contractal allowances for
uncollectable fees -charged by the third-party billing agency. Product sales are
recogmized upon delivery Of product ta the customer.

Income Taxes )

The Company accounts for income taxes in accordance with SFAS No. 109,
“ ing for Income Taxes”. Deferred taxes arc provided on a liability method
whereby deferred tax assets are recognized for deductible temporary differences, and
deferred tax liabilities are recognized Tor taxable temporary differences. Temporary
differences are the differences between the reported amounts Of asSetsS and liabilities
and their tax bases. Deferred ax assets are reduced by a valuation allowance when,
in the opinion of managerment, it is more likely than not that some portion or all of the
deferred tax assets will not berealized. Deferred tax assetsand liabilities are adjusted
for the effects of changes in tax laws and rates on the date of enactment.

The Company has elected t0 be taxed under the provisions of Sub Chaptex-S of the

Internal Reverme Code. Under the provisions, the Corspany does not pay federal
corporate income taxes, but iSsubject to a 1.5% California franchise tax.

NOTE 2 -  RECEIVABLE SALES-TYPE LEASE
In May 1998, the Company sold equipment to a customer vader a&ales—t%/pe lease to

be paid over a three year period. Future minimum lease paymentsunder the leaseare
as follows:
Year endingDecember 31,
1699 i $ 72,000
2000 72,000
com 16000
Net minimum lease payments ’
Less: Current Pc_;rtic?nylIl _(_72.000)
Long-TermPortion $__96.000
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY

NOTESTOFINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

NOTE3 - EQUIPMENT AND FURNITURE

_— S ontts

Thecost of equipment and furniture consisted of the following as of December 31,:

1598 1997
Telecomm—" $ 234297 § 8,260
Computers 46,594 33,471
Furniture and Fixtures 32,263 8,137
Leasehold Improvements 4.800
317.954 ~49.868
sssss Accumniated Depreciation 70,168 9.733

$ 247086. 1 3 5
Depreciation expen;',e Was $61,035 and $7,282 for 1998 and 1997, respectively.

NOTE4- ACCOUNTSPAYABLEAND ACCRUEDEXPENSES

Accounts payable and accrued expenses consisted of the following as 0 Decemberx

1998 1997
Trade Payable and Accruals $ 827,553 $ 324,352
Distribution to Stockhol der 150,194
Interest Payableto Stockholder 99,245

§ 827553 $ 573,791
NOTE S~ NOTES PAYABLE

Notes payableconsisted of the following as of December 31,:
19908 1997

Note payable- Bank 9.25% per
annum, secured by equipment
under sales-type |ease, with
monthly principal and interest

payments of $3,902, due
April 2001. $ 98188 $ -

Note payable acquisition- non-interest
bearing due Yamary 15,1599. - 146,903

-11-

MERDINGER, FRUCHTER, RosEN & Corse, PG,

ECERTIFIED PUBLIC ACSOUNTANTS



JUL. 26,1999 1:87PM MR & C. P-C- No.753 P.15-18
PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC.AND SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
FORTHE YEARSENDED DECEMBER31, 1998 AND 1997

NOTES-~ NOTESPAYABLE(continued) ~
Note payableacquisition - 6.0 %

per annum with imterest payable

on August 13, 1999 and starting

August 1999 monthly principal
payments of $3,611 duein
February 2001. _65.000
Total 310,091
Less: Current Portion L£204790)
Long-Term Portion’ $105301 & __
Required principal paymentSunder note payabl e-are asfollows:
For the year ending December 31,
1699 year ‘ 3 203,330
2000 - 99,917
2001 6.844
Total - : £ 310,091

NOTE6- NOTEPAYABLESTOCKHOLDER

A stockholder Of the Company has made advances to fondoperations Of t he Company.
As of December 31, 1998 and 1997, the outstanding balance was $1,224,622
(including principal and interest) and $222,946, respectfully. The note accrues
interest at 10% per anmum, With imterest only payments of $10,206 starting October
1998 through, September 1999, at which timeall unpaid interest and principal are due

and payable.
The Stock Purchase Agreement (See Note 12 - Subscquent Event) requires the

Company to satisfy the principal and interest by May 27, 1999. The Buyer, under the
Stock Purchase Agreement has guaranteed the Company’s payment of this debt.
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY

NOTE7 -

NOTE & -

NOTES TO FINANCIAL STATEMENTS®
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

COMMITMENTS AND CONTINGENCIES

The Company leases its corporate office under a noncancelable operating lease with 2
stockholder Of the Company, which expires on November 1, 1998. Also, the
Company sub-feases space to athird party on a month-to-menth basis. TheCompany
also leases telecomummication equipment under non-cancelzble capital lease
arrangements. Net rent expense for December 31,1998 and 1997 was approximnately
$32,874 and $8,754, respectfully.

Futare minimum |ease payments under noncancelable capital leases at December 31,
1998 are as follows:

Y ears Ending December 31,: |

1999 § 46,404
2000 37,329
2001 5.985
89,718
Less: Amount Representing Imerest { 173524712)
Less: Current Portion { 36.098)
Long-Term Portion $39.936

STOCKHOLDERS' EQUITY

Paramount Marketing & Telecommmmmmgtions, Inc. (“PMT”) was incorporated in the
State Of California in March 1996. PMT issued 1,000 shares of its no par vahe
common stock, of which 180 were purchased by Stockholders (“Stockholders A”) for
$250,000 and the remaining five stockholder! received 820 shares in aggregate as
founders' shares for atotal of seven stockholders. | n Jamtary 1997, Stockholders A
purchased from three of the founding stockhoiders 620 shares of FMT common stock
leaving four stackholders Of record. In 1998, the Company purchased 800 shares of
PMT from Stockholder A by increasing the stockholders note payable for $250,000.

In October 1996, the four stockholders of PMT formed Paramount International

Telecommunications, Inc. (“PIT”), a Nevada Corporation. PIT issued 2,000 shares
of its no par vatuecommon stock for $10C a share.
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SURSIDIARY

NOTE 8§ -

NOTE9 -

NOTE10 -

NOTE11 -

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

STOCKHOLDERS’ EQUITY (continued)

For the year ended December 31, 19% through the ten months ended October 30,
1997, the Company’s operations werc transacted throngh PMT and subsequent to
October 30, 1997, the Company’s operations were transacted through PIT. T he
accompanying financial statements and stockholders’ equity are for the combined
companies. However, the accompanying financial statements are presented as PIT
given that the operations of PIT are the continuation of PMT’s operations.

SALES

Foi the year ended December 31, 1998, the company had two custamers whose sales
and accounts recsivable represented approximately $8,500,000 an d $577,000,
respectivel y, of total sales and acCountsr ecei vabl e.

INCOME TAXFS

For the years ended December 31, 1998 and 1997, the Company had no franchise
taxes because af net 0SS carryforwards, There arc no significamt -temporary
differences between the Company’s tax and franchise bases except for net loss
carryforwards for which a100 % allowancehas been provided because. management
has determined that the Company may not realize all or a portion of this deferred tax
aSet.

ACQUISITION

On July 31, 1998, the Company acquired 8.5% (in 1999, the Company acquired the
remaining 15%) of the outstand@ common stock of Call Data Clearing, Inc. in
exchange for $765,000. The acquisition was accounted for by the purchase method of
accounting; accordingly, the purchase price has been allecated to the assets acquired
and the liabilities assumed based on the estimated fair values at the date of acquisition.
The excess of the purchase price over theestimated fair value of net assetsacquired of
$831,155 has been recorded as excess cast over fait value of net assets acquired,

which is being amortized over ten years.
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PARAMOUNT INTERNATIONAL TELECOMMUNICATIONS, INC. AND SUBSIDIARY

NOTE 11 -

NOTEi2-

NOTESTOFINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

ACQUISTTION (contimed)- w

The estimated fair value of assets acqtmedandhabﬂmcsassumedmsx—das '
follows:

cash $ 353,678
AccountsRecelvable 54,192
Inventories 55,177
Equipment and Furniture 82,693.
Excess cost over Fair Value of

Net Assets Acquired 831,155

Accounts Payable and Other L|ab|I|t|es {611.895;)
Purchase Price 3_765.000

The following wble presents the umandited proforma condensed statement of
operations for the year ended December 31, 1598 and reflects the results of operations
Of the Company as if the acquisitions of CDC bad been effective Janmary 1, 1998.
The proforms amounts are not necessarily indicative of the combined results of
operations had the acquisition been effective as of that date, or of the anticipated
results of operations, due to cost reductions and operating efficiencies tbat ate

expected as aresult of the acquisition.

December 31,
— 1998
(unaudited)

Net Sales 312,979,434

Grt.)ss Profit $ 1,802,313

Selling, General and Administrative Expenses $ 1,171,065

Net Income $ 609,572

SUBSEQUENT EVENTS
On February 26, 1999, the shareholders of the Company entered into an agreement to

sell all of the issued and ovutstanding shares of the Cormpany’s common stock in
exchange for ¢ash and Convertible Preferred Stock of a publicly held company.
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